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Abstract 
The Romanian legal framework for local developments is in an effervescent process of renewal permanently, as a result of 
ending the communist period and changing the general prospective towards the European Union, based on market economy at the 
local level. The steps of local development must be sustain by a stabile institutional framework in accordance of demands at 
European level.  
Our paper is organized in five parts, where the first part is an analyze of the concept of local development, followed by the 
actors involved in the process. The third part discuss about legal framework at national and international levels on local 
development. The fourth part is taking into consideration the financial problems of local authorities and the barriers to be passed 
in order to obtain the sustainable local development. The research paper is ending with conclusions. So, the paper presents a 
theoretical approach on local development, pointing out the progress that has been done and also the aspects that still need to be 
improved at the local level. 
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1. The Concept of Local Development 
The economic globalization, the international economic crisis, the increasing phenomenon of delocalization of 
enterprises, the evolution of internal structures of large industrial groups, institutionalization of local autonomy led 
to increased interest in local development (Matei, Stoica, 2009) So that, this domain being vast, the literature 
develop many definitions of local development. In our research paper, we will focus only  
The process of local development is at the intersection of several areas of intervention that consider besides local 
economic policies and urban policies or the landscaping, also other policies (Constantinescu, Sporis, 2006).  
The concept of local development is defined as a particular form of regional development, one in which 
endogenous factors are central (Coffey, Polese, 2005). 
In Romania, the concept has emerged with the manifestation of phenomena of territorial decentralization and 
deconcentration of public services. Even though the literature of our country, the information on this concept is 
recent, local development policies existed before 1989, but in a different vision. 
Council for Urban Economic Development in the U.S.A. defines local development as a process based on a 
"local activity designed and implemented by public and private agencies in the community through a set of 
programs and projects. This process is achieved increasing the welfare of members of communities and businesses." 
Local development is the manifestation of local solidarity, creating new social relations which manifest will of the 
residents of a region to capitalize on local resources.  
As a result, even if it is based on a domain and a type of preference shares, it can not be subject to political 
isolation. In this way, local interventions for development can not be identified than in the broad sense, 
encompassing traditional interventions targeting different areas (Coffey, Polese, 2005).  
Definition of the authors showcases some key features: 
Ͳ Local development can be economic, social and cultural; 
Ͳ It considers territories may correspond or not the resulting administrative division; 
Ͳ Local development occurs at the level of a county and a region where there is a certain cohesion, we 
accounted preserve small local authorities; 
Ͳ The establishment was necessary to intervene all economic and social agents, which raises the question of 
how to engage them; 
Ͳ Regional and local authorities have local autonomy in the development process; 
Ͳ Central authorities intervene with corrective action in local development processes which occurs 
malfunction; 
Ͳ The issue of rural development programs requires increased responsibility and involvement decision 
makers, identifying and valuing of own resources and attracted by the local community to meet the 
requirements. 
From this point of view, the local government must have a role in stimulating economic and social development, 
which must be based on knowledge of the projects, dissemination of information and coordination of all 
stakeholders.  
Therefore, local development implies a normative-procedural framework, a local partnership (public-private) and 
a viable strategy in line with the needs of the population. 
Shaffer, Deller and Marcouiller (2006) consider that the local development, and especially economic 
development, approaches are very difficult to operationalize from a theoretical and practice sense, so in order to 
tackle the difficult different views of community economic development, they decided to offer a paradigm embodied 
in a star diagram (Figure 1).  
Around the nodes of the star, they placed three elements that are typically associated with economics: resources, 
markets, and space and other three additional elements, associated with a broader definition of community economic 
development: society/culture, rules/institutions, and decision making. 
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Fig. 1. The Star of Community Economic Development 
Source: Moldovan, M., Lazar, D., Pavel, A., 2013, after Shaffer, Deller  and Marcouiller, 2006 
We can say that there is no single model of local development, but there is almost unanimous consensus on the 
following facts (Profiroiu, Racovicianu,Taralunga, 1999): 
• First, it is certain that local politics can change existing things. So local agents have the potential to influence 
economic approach; 
• Then, is finding it quite difficult to achieve a unique development model. Anxiety that gives orders is offset 
by the absence of choice, the reach of local agents. 
• A third element is the consensus that the principles of equity and social justice. Development is not a goal in 
itself, it aims to improve social conditions for all local authorities. 
2. Public “actors” of local development 
In western European countries, local development was based on the existence of close links between businesses 
situated within the same community. Only as long as these relationships are not established spontaneously intervene 
local authorities to encourage them, but the role of each of the local development agency has never been definitively 
established. 
Thus, the local interventions have not been able to develop in the true sense of the word, than starting from 
decentralization. The decentralization had to meet the limits set by the European Union and the role of each local 
authority, despite decentralization framework set by law in each country, was not defined but little by little, through 
practice. In addition, gradually more and more agents have been implicated in the actions of local development. The 
phenomenon of local development has changed equally under the influence of specialists on this field and creating 
specific structure. Local development strategies of communities require specialists. Therefore, has appeared officers 
of economic services, officers of development service or the service of communication and new specific professions 
for future territorial managers. Due to continuing developments, the gap between the theoretical role of various 
agents and their effective interventions has led to the need to redefine the role of various agents of local 
development: enterprises, various local authorities, public institutions, chambers of commerce and industry and the 
European Union. 
The system of actors with direct and indirect role in supporting local development is structured as follows: 
  
Decision
Rules/Instituti
Resourc
Society/Cultu
Markets
Space
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Fig..2. Local development agents 
 Source: Matei, Stoica, 2009, pp. 15-16 
  
To ensure an efficient local development process, it is necessary to determine precisely the responsibilities of 
each actor in the system. 
Enterprises are in double situation in relation to local development, as beneficiaries and both as a taxpayer and as 
a producer of goods and services or jobs. These have also other forms of contribution to local development: 
- Participation in partnerships at various local, civic and economic initiatives; 
- Provides technical and logistical support; 
- Innovation and technological progress that they bring as community contribution. 
Local collectivities actions in the benefit of economic development are considered local, both because of space 
deployment, but also because of policy initiators. These are essentially the preserve of regions that have a role in the 
award of certain benefits. 
Central government - local state policies 
Among them: territorial planning as a guideline in order to obtain a better repartition of people and activities in 
the territory. Decentralization should not be understood as a measure of total separation of state in local politics, but 
only an exchange of concerns and attributions. In other words, the perspective of local development must be owned 
also by the central authorities. In addition, the state makes comparative studies, has a long-term vision, vision from 
the outside, which is sometimes more objective. 
Chambers of Commerce and Industry are designed to cooperate with local authorities and with other independent 
agents of public power. They have financial autonomy, due to fiscal and para-fiscal receipts. The roles of these 
institutions are of an advisory nature and information, they can contribute to training, networking, targeting 
businesses to opportunities, etc.. 
Lastly European Union is the new factor and actor in local development. It aims to reduce development gaps and 
to ensure compliance with competition rules. Also, the problem of harmonization of tax systems and disparities is a 
concern. 
Concrete action of actors with responsibilities in supporting local development should lead to a complex 
increase, accompanied by a movement of diversification and integration, allowing the system to grow without losing 
coherence. 
 
3. Legal framework of local development 
Appearance of laws and normative acts of local government and local development indirectly contributed to the 
expansion of that branch of law, namely: administrative law. Administrative law "regulates those social relations 
which are subject to the administrative work of state and local authorities, carried out by public authorities, except 
social relations arising in the process of financial facticity of the state and local communities." 
Regulations in local government include local development regulations as they consider achieving a concrete 
result. They also constitute a set of documents (statements, plans, strategies, programs, etc.) that do not always have 
direct legal force, having instead important functions for the classification of legal norms. Regulatory requirements 
Local Development 
Enterprise
Local community
Central administration - local policies of 
the state 
Chambers of Commerce and Industry
European Union 
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on the organization and implementation of local development activities and state institutions authorized in this 
regard are contained in a series of acts occurring after 1989. 
The first law regarding local development was the local government law no. 69/1991, organic law, adopted prior 
to the act fundamentally, the Constitution. For reasons that require ensuring full compliance with constitutional and 
European regulation, original law was amended and supplemented by Law no. 24/1996. In 2001, local government 
law no.69/1991, republished, has been replaced by Law no.215/2001, which was republished with amendments in 
2006. Since 2006, local government law annually has amendments. 
Powers conferred by the "Local Public Administration Law no. 215/2001" to the authorities in the field does not 
solve all problems that arise in local communities, but by setting the five principles (autonomy, legality, 
responsibility, cooperation and solidarity), these problems can be more easily controlled and resolved. 
Law no. 151/1998 on regional development in Romania is setting out: the institutional framework, principles, 
objectives, skills and tools of regional development policy in Romania. This law is the main instrument governing 
this very important domain of local development. The distinction between local and regional development is not in 
the objectives contained in the underlying policies, but simply the level at which they are funded and implemented. 
Objectives for regional development are available for local development, and are: 
a) decrease the existing regional disparities, particularly through accelerated recovery of delays in the 
development of disadvantaged areas due to historical, geographical, economic, social and political 
effects, and prevent new imbalances; 
b) creating the institutional framework to meet the criteria for integration into the European Union and 
eligibility for access to the Structural Funds and the Cohesion Fund of the European Union; 
c) incorporating sectoral policies and activities of government in the regions by stimulating initiatives and 
regional and local resources to develop economic and social development and their cultural 
development; 
d) encourage inter and intranaĠionale cooperation, border cooperation, including the Euro-development 
regions and the participation of development regions to European structures and organizations that 
promote economic development and in accordance with international agreements to which Romania is a 
party. 
The principles underlying local and regional development in Romania are: autonomy, decentralization, 
deconcentration, subsidiarity, transparency, programs, partnership. 
Other legislation that influencind local development in Romania are as following: 
- Constitution; 
- Government Decision no. 8/2001 on the organization and functioning of the Ministry of Public 
Administration; 
- Law no. 27/1994 on local taxes; 
- Law no. 189/1998 on local public finance; 
- Government Ordinance no. 69/1994, regarding the reorganization of local interest; 
- Fiscal Code (Law no. 571/2003) 
In the international law on local development, the main international document is the European Charter on Local 
Self-Government, adopted in 1985 at Strasbourg (inspired by the “European Charter of Municipal Liberties” adopted 
by the 1st General Assembly of the Europe’ Municipalities in 1953), ratified by 45 Member States of the Council of 
Europe, inclusive Romania. Within that, the signatories consider that: local communities are one of the main 
foundations of any democratic regime; the right of citizens to participate in public affairs management is part of the 
democratic principles common to all Member States of the Council and this right may be exercised in the most 
directly at the local level by local authorities; empowered existence with real responsibilities can provide an efficient 
administration and closest to the citizens; the defense and strengthening of local authorities in the various countries 
of Europe represent an important contribution to building a Europe based on the principles of democracy and 
decentralization. All this leads to the existence of local authorities, democratically constituted decision-making 
bodies enjoying by a large autonomy as regards competences, how to exercise them and the means to fulfill their 
mission. 
International document also states that the exercise of public responsibility should be left preferably those 
authorities which are closest to the citizens, that must been encouraged local community initiatives to solve any 
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problems as concerns directly, that within the national economic policy local communities entitled to the resources 
of their own that they may dispose freely. As such it is stated that at least part of the financial resources of local 
communities must come from royalties and taxes that they have the power to fix on the limits of national laws and in 
those communities financially weak state must intervene vigorously to remove existing deficiencies. 
In conclusion, we can say that no law prevents the proper course of local development in Romania, but the lack 
of interest of public authorities or lack of financial support. 
 
4. Financing local development 
Factor with the greatest influence on local development is the financial; without money, practical realization of 
public policies can not raise only the degree of intent. 
In general, the EU countries recognize the economic role of local authorities was not a transfer of powers from 
the state and, therefore, was not accompanied by financial compensation from the latter. In addition, in Western 
European countries, local resources originate, for the most part, the local taxes paid, particularly by companies 
(Profiroiu, Racovicianu,Taralunga, 1999). By funding local development policies must understand not only the 
support of local communities enterprises but a problem of resources available to local communities (Profiroiu, 
Racovicianu,Taralunga, 1999). 
Therefore, businesses benefit, on the one hand, by the local policies and on the other hand, can finance local 
expenditures. In daily life, local business taxation can be seen as an attractive political element, using certain 
exemptions from taxes that business can benefit, either with the possibility that local communities have to fix 
themselves level of taxation. So, the tax rate can vary considerably from one community to another. 
Company taxation whatever administrative level is, presents the advantage of being located on a mass of 
relatively few taxpayers, to be easy to collect, allowing taxing rents from providing public services. 
Local taxes on businesses present some particularities different by the taxation achieved at nationwide. 
Therefore, taxation should rather be based on the principle benefits perceived by taxpayers. 
The appearance of local development is closely linked to the local community interventionism, which may lead 
to the idea that it must rely on public funding. Appealing to private financing is done often only when they have 
exhausted the usual ways of financing public expenditure, ie if a lack of resources of the local community. This is 
limited by local accounting rules which provide that, on the one hand, local communities can borrow only to finance 
investment expenditures that are part of economic interventions, and on the other hand, repayment is obligatory 
expense (Profiroiu, Racovicianu,Taralunga, 1999). 
Gradually the developed countries new forms of private financing local development: the original bank 
financing, and Multi Option Financing Facilities, financial assembly that combines short-term financing and long 
term and allows the management of the treasury in accord with management terms required by local community. 
Over time have appeared also Credit forms rental (leasing), which is based on relationships between supplier, 
credit institution and local community who rent property from lender. Finally, private financing of local 
development can use concessions. 
Therefore, there is redefining the way of financing of local development policies, redefining what means the 
pricing of public goods and services. These progressive changes in the financing of local policies are signs of 
resetting the relations between public and private agents of local development "(Iftimoaie, 2000). 
EU financial assistance for local development in Romania is achieved by the following funds (European 
Commission, 2014):  
• European Regional Development Fund and European Social Fund which in accordance with the objectives 
of economic, social and territorial cohesion policy should support actions to address topics such as 
unemployment, poverty.  
• EAFRD (European Agricultural Fund for Rural Development) - provides support for rural finance in 
Romania.  
• EMFF (European Fund for Fisheries and Maritime Affairs) providing support for the sustainable 
development of fisheries areas. 
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5. Conclusion – Success factors of local development  
With the transition from the communist regime to a democratic one, all countries in Central and Eastern Europe 
have adopted the principles of the Western model of local government based on political democracy and local 
autonomy. Furthermore, the Charter of Local Self-government gave an overview of the model that inspired 
legislators in these countries. Despite this fact, in none of these countries, local administration system does not seem 
to have found the point of equilibrium. In addition to the great principles and vitality which manifests local public 
administration, there is still uncertainty as regards municipal powers and their funding, as regards the intermediate 
level of local government and the state's role in local government. 
We specify such that in all these countries the local public expenditure remains low and, as a result, funding for 
local community development policy becomes almost impossible. In these circumstances, the adoption by countries 
in transition to a tax system compatible with market economy rules must take into account both the legal and the 
economic and social context. 
It is understood, therefore, that estimate the relative weight of enterprises and households in the local direct 
taxation and the benefits they receive from local public goods and services should be made based on the taxes paid 
by the two categories of taxpayers and to the expenditure incurred by the community for the benefit of either of 
these groups of taxpayers, but tax paid by various agents differs tax liabilities that they incur. 
Local development is possible only by expanding the local tax power. This must be added the creation of new 
forms and private financing institutions that contribute to local development policies. 
Local community should be managed like a business, through appropriate policy of changes that they live. 
The action of local business taxation can be seen as a legitimate payment of local public goods and services that 
they enjoy in their work and that lower unit costs of production. 
Making local development strategies of a community is a safe way to drive local community in the desired 
direction. The local development strategy chosen should be inclusive and consider the relationship between private 
and public and citizen participation. 
Public marketing is also a necessary and constant element of collective management, which underpin policy 
formulation. Procedural reflection should be replaced by conceptual reflection and analytical planning must be 
replaced by strategic planning. Local government must be reorganized to an offer more flexible. 
A performant local development strategy must meet several conditions of efficiency: as a good planning, good 
goal setting, good and appropriate choice of policy implementation and control proper fit. 
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